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PREFACE 








There are few areas Of public policy that so centrally touch on 
the essential nature of Canada as that of regional economic 
development. We are pleased that after a number of years of 
uncertainty and confrontation between the two orders of government 
concerning regional economic development a new spirit of co-operation 
-has emerged. 


This paper is concrete evidence of this new co-operative 
relationship and will hopefully provide Canadians with a clear 
indication of the direction the federal, provincial and territorial 
governments will be following in their regional economic development 
policies. 


The Governments of Canada and the Provinces acknowledge the 
importance of the Northwest Territories and Yukon in the national 
economy. It is recognized that the two territories are significant 
participants in the federal-provincial economic planning and 
consultative process represented by this paper. 


Everyone of us takes pride in having participated in developing 


these approaches and we believe that these will be essential to our 
economic development. 
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INTRODUCTION 


One of Canada's greatest strengths is its 
wide diversity. The governments of Canada and the 
provinces agree that this diversity offers vast 
Opportunities to build a strong Canada based on mutual 
understanding and respect. 

Nowhere is the diversity of Canada more 
apparent than in its economic makeup. The provinces and 
territories have distinct economic characteristics, a 
condition that, in light of world market forces and 
public policies, has caused areas to experience 
different and varying rates of economic growth and 
development. Past economic growth and growth prospects 
in Canada are rooted in the country's regional economic 
diversity. 


The legacy of changing worldwide economic 
forces and of Canada's diversity is a situation today in 
which there is considerable inequality in the 
distribution of economic benefits among regions of the 
country. Some parts of the country have faced cyclical 
fluctuations in economic circumstances, while other 
areas have faced pervasive and persistent structural 
problems in their economic development. At the same 
time, the economic needs of other areas to achieve their 
economic potential cannot be ignored. Regional economic 
development policy is a response to the major challenges 
these situations pose. 


The overall objective of regional economic 
development policy is the improvement of employment and 
income for all Canadians, based on the realistic 
economic opportunities of each region. Such policy must 
be designed to help each region contribute as much as 
possible to its own prosperity and to that of the nation 
as a whole. Weak regions hurt national performance -- 
strong regions mean a strong Canada. 


The necessity to respond to the specific 
economic needs of different regions and provinces has 
been recognized by national and provincial governments 
for many years. The Government of Canada and the 
Provincial Governments are committed to: 


a. promoting equal opportunities for the 
well-being of Canadians; 


b. furthering economic development to 
reduce disparity in opportunities; and 
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Cc. providing essential public services of 
reasonable quality to all Canadians. 


The economic realities in Canada demand a 
variety of flexible and innovative approaches to 
economic development. Both governments and the private 
sector must be prepared to address these realities in a 
manner which will permit a balanced approach to economic 
development in Canada. This can mean a variety of 
different approaches and intensity of effort in 
different regions at any time. At the same time, a 
commitment to both equity and efficiency in the Canadian 
economic system must guide our common objectives of 
maximizing employment and income opportunities. 


PRINCIPLES FOR REGIONAL ECONOMIC DEVELOPMENT 


Regional Development Ministers at their 
meeting on January 21, 1985 developed nine fundamental 
principles to guide the governments of Canada and the 
provinces in their efforts to foster regional economic 
opportunities. These were subsequently endorsed by 
First Ministers at their meeting in Regina on February 
14 and 15, 1985. It was agreed that further ministerial 
meetings would be held to develop these principles. 
What follows is an initial elaboration of those 
principles. At its core is the recognition that all 
jurisdictions in Canada must, on balance, seek to build 
a Canadian economy which is both efficient in the 
context of the world marketplace, and equitable in the 
context of Canadian society as a whole. 


Principle 1 


THE FEDERAL AND PROVINCIAL GOVERNMENTS VIEW REGIONAL ECONOMIC 
DEVELOPMENT AS A HIGH PRIORITY AMONG NATIONAL AND PROVINCIAL 
ECONOMIC GOALS. 


This is the most important principle of all. 


It recognizes that opportunities for 
economic development in Canada are rooted in regional 
diversity, and that policies have to reflect this basic 
reality. It means that the federal and provincial 
governments will make the utmost efforts to realize the 
economic potential of each province of Canada. 


It recognizes that national economic growth 
has not been spread evenly; that economic distress 
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and high taxation levels do exist in certain areas; and 
that these gaps between slower-growth provinces and the 
rest of the nation need to be addressed as a first order 
priority among national and provincial economic goals if 
the nation is to be truly prosperous and just to all its 
Citizens. 


The goal of more equal economic opportunity 
is consistent with stronger economic growth for the 
country as a whole. Efforts to reduce disparities 
through sound economic development are an investment for 
future prosperity and increased self-reliance for each 
region. They strengthen the unity of the country. 


As a crucial element in the framework for 
policy formulation, increased emphasis must be placed on 
identifying opportunities for federal and provincial 
government instruments to strengthen regional economic 
development, including special regional development 
programs, trade/tariff policies, public procurement, tax 
measures, special locational grants, offset programs and 
general government programs. 


Ultimately, Canada's economic stability and 
its potential for economic growth rests to a significant 
degree on the ability of Canadians to compete in the 
domestic and international marketplace. Canadians must 
be able to produce selected goods and services better 
than anyone else within specific foreign markets. They 
must also have the infrastructure to do so. Economic 
development efforts should be directed to untapped 
regional opportunities in both "have" and "have-not" 
provinces. At the same time, realistic, market-driven 
Opportunities should also receive recognition 
irrespective of their geographic origins. 


Principle 2 


THE OVERALL OBJECTIVE OF REGIONAL DEVELOPMENT IS TO IMPROVE 
EMPLOYMENT AND INCOME THROUGH SUSTAINABLE ECONOMIC ACTIVITY 
BASED ON REALISTIC OPPORTUNITIES IN EACH REGION. 


Regional development programs should focus 
on realistic opportunities for sustainable economic 
activity in each province. Sustainable opportunities 
will tend to be based on the comparative advantage of 
each region. This should not be a recipe for 
maintenance of the status quo. Current economic 
specializations are not the only guide to viable new 
opportunities, and new directions deserve to be 
explored. 
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A policy framework which concentrates only 
on established manufacturing and processing operations 
will, by. definition, be biased against economically 
disadvantaged regions, and will ensure that these 
regions will continue to be disadvantaged. The 
framework should encompass all sectors and the 
encouragement of viable new investment. 


In today's competitive environment, in which 
all industrial nations face the imperatives of 
structural change and technological innovation, regional 
development policy must increasingly focus on ways and 
means to create new income and employment through 
investment and productivity improvement. We must seek 
to maintain our world position in existing industries 
while at the same time pursuing new opportunities in 
Other areas which will help us to maintain and improve 
Stable economic growth. 


Principle 3 


INITIATIVES SHOULD BE DEVELOPED THROUGH CONSULTATION AND 
DISCUSSION TO ASSIST CANADIANS IN THE LESS DEVELOPED REGIONS TO 
ACHIEVE GREATER ECONOMIC SECURITY BASED ON ECONOMIC OPPORTUNITY. 


This principle implies that a policy which 
establishes goals and objectives specifically for the 
slower-growth regions of Canada must be an essential 
component of regional economic development policy. That 
policy must reflect the fact that the slower-growth 
areas of the country do not always have a strong private 
sector; and that slower-growth provinces frequently do 
not have fiscal resources to fund the required 
programs. If indeed the disparities are to be reduced, 
extraordinary efforts will be required to raise the 
economic growth of these poorer regions, relative to 
their population, above that of Canada as a whole. 


There has been little improvement in 
disparities in unemployment and earned income. This 
demonstrates that regional disparities in Canada are 
pervasive and persistent. They continue to exist 
because they reflect real differences in economic 
endowment and market position, and the limited 
effectiveness of regional economic development policies 
in the past. 


Free market forces alone will not solve 
these problems. This is reflected in our history. The 
national transportation system was an enormously 
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Significant public enterprise, which along with the 
national tariff policy was a strong influence in shaping 
the current economic structure and distribution of 
wealth of the country. Governments can and should 
improve access to and enhance economic opportunities. 
They should provide the environment and the means for 
individuals and firms to realize opportunities and thus 
to create employment and income. 


Both orders of government recognize that 
their regional economic development responsibilities are 
complementary and that there must be an understanding of 
each other's respective roles and relative fiscal 
capacities, in order to take meaningful economic 
development initiatives. It is, therefore, extremely 
important that there be effective intergovernmental 
co-operation, consultation and discussion, otherwise 
policies and programs will be ineffective as some past 
efforts have been. This process of co-operation, 
consultation and discussion must also be an ongoing 
process since economic circumstances continually change. 


Principle 4 


CLOSER FEDERAL-PROVINCIAL CO-OPERATION SHOULD BE ACHIEVED BY 
HARMONIZING ALL REGIONAL ECONOMIC DEVELOPMENT EFFORTS. 


Federal-provincial harmonization refers to 
the need to rationalize public sector programs and 
bureaucracies so that duplication is reduced and 
government programs will be more comprehensible to the 
private sector. These efforts should include all 
activities related to economic development, including 
all programs, services and promotions, and training and 
human development policies that provide all Canadians 
with an equal opportunity to obtain skills required for 
employment in a changing economy. 


Federal-provincial harmonization also refers 
to the need to ensure that wasteful competition between 
provinces in attracting investment does not occur. In 
this regard, multilateral discussions among regions are 
required. 


This does not mean that the provinces should 
not be competing with each other in a given industry or 
sector. Rather, it accepts that if a region is prepared 
to adjust and grow and become more competitive ina 
particular industry, it should not be denied the 
Opportunity to compete on the grounds that the same 
industry already exists in another region. 
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Principle 5 


ALL MAJOR NATIONAL POLICIES SHOULD BE JUDGED, IN PART, IN TERMS OF 
THEIR REGIONAL IMPACT. AND, SO FAR AS IS POSSIBLE, THOSE POLICIES 
SHOULD REINFORCE THE GOAL OF FAIR AND BALANCED REGIONAL 
DEVELOPMENT. 


Regional development must be the concern of 
every department and agency within both orders of 
government. When a department within the federal 
government is developing a national policy, or when a 
specific program is being proposed to deal with a 
specific problem in a region of the country, the impact 
of that policy on all regions should be taken into 
account. By considering such impacts, national programs 
can be modified to take into account differing economic 
circumstances in each province. Programs aimed at a 
particular area should also be reviewed to minimize 
negative effects on other regions. 


Within the federal government, the Cabinet 
Committee on Economic and Regional Development is the 
focal point for federal regional economic development 
policy and for ensuring that national policies promote 
fair and balanced regional economic growth. In light of 
the regional diversity of the Canadian economy, national 
development policies have to be regionally sensitive and 
should collectively stimulate sustainable development in 
all regions. Clearly other federal policies also have 
important regional impacts and these should be examined 
as well. From the perspective of regional economic 
development, federal policies should comprise: 


ae a fiscal and monetary policy 
that will create an 
attractive climate for 
regional economic 
development and job 
creation; 


be an investment policy that 
will encourage and support 
local entrepreneurs and 
Canadian and foreign 
investors; 
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Cee ais ndustrial policy that 
will include strategic use 
of instruments such as 
public procurement, 
industrial offsets as well 
as special incentives to 
strengthen the private 
sector in slow growth 
regions; 


doa teansportation policy that 
recognizes geographical and 
locational ditticulties: 


e. a trade policy that 
recognizes the essential 
role exports of resource 
products play in the 
economy; 


f. sectoral policies that are 
differentiated to reflect 
regional diversity and 
reflect the need for 
national and international 
competiveness. 


Principle 6 


PARTICULAR EMPHASIS BY GOVERNMENTS SHOULD BE GIVEN TO IMPROVING 
THE INVESTMENT CLIMATE, TO REMOVING IMPEDIMENTS TO GROWTH, AND 
CREATING OPPORTUNITIES FOR THE PRIVATE SECTOR TO CONTRIBUTE TO 
MAXIMUM ECONOMIC GROWTH IN ALL PARTS OF CANADA. 


The private sector, operating on criteria of 
market viability, is ideally suited to generating 
lasting employment opportunities in all regions, 
including those experiencing slow growth. Regional 
economic development policy should encourage private 
sector-led development by creating a healthy investment 
climate through fiscal and monetary, investment and 
trade policies; governments should foster a climate 
which is conducive to business creation, expansion and 
modernization, and which frees entrepreneurial 
initiative. The specific impediments to growth of each 
region would be overcome through regionally sensitive 
programs for the development of managerial and other 
skills, aifiusion of technology, provision of 
infrastructure and investment incentives. 
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As a general rule, investment in 
slower-growth provinces is hampered by a leakage of 
investment capital. While the total pool of savings may 
be lower in these regions than in the rest of the 
country because of lower incomes, there is a substantial 
pool of investment capital generated in these regions. 
The problem is that it is not reinvested in these 
regions. 


The mix Of public and private Secteor 
activity in the economy will vary from region to 
region. In areas where the private sector is not 
strong, a policy which focusses only on their role as 
the motivator of the economy will not yield significant 
economic growth. For this reason, it would be a mistake 
to take a narrow view of the private sector. In every 
region local community-based and co-operative groups, 
business associations, trade unions and other 
Organizations are often active in promoting economic 
development, and have unique and important contributions 
to make. Policies should be sensitive to their needs 
and the opportunities they represent. 


Governments also have an active role in the 
economy, providing the necessary infrastructure and 
services which are beyond the responsibility or interest 
of iother groups. In addition, the, public sector in 
Canada has a special responsibility to foster 
international trade. 


Principle 7 


CONTINUING CONSULTATION WITH THE PRIVATE SECTOR SHOULD FOCUS ON 
POLICIES IN AREAS SUCH AS INNOVATION, EXPORTS, MARKETING, 
PRODUCTIVITY AND TRAINING WITH THE OVERALL PURPOSE OF DEVELOPING 
CONCERTED STRATEGIES FOR GROWTH AND ADJUSTMENT. 


This principle follows naturally from the 
previous one. The important role of the private sector 
in the identification and realization of development 
opportunities necessitates ongoing communications 
between various groups in the private sector, including 
labour organizations, and governments. Consultation can 
help ensure that policies promote competitiveness and 
growth. In the current challenging economic setting 
innovation, exports, marketing, productivity and 
training for entrepreneurial and other skills are 
particularly important, adong with policies, promoting 
adjustment and change. 
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Consultation should not be a one-way 
street. The business community should also examine its 
own attitudes and practices with a view to expanding 
business opportunities in Canada's less developed 
regions. The private sector should be prepared to 
recognize and to seize the opportunities arising from 
changing trade patterns and comparative advantage, new 
technologies, improved transportation and communications 
linkages, much upgraded skills and infrastructure and 
growth of regional markets. It should avoid the traps 
in old ways of thinking and old commercial and 
organizational structures which stand in the way of new 
Opportunities. New forms of co-operation of firms and 
community involvement can improve the environment for 
young businesses in the slow-growth regions, and ongoing 
consultation will help improve the understanding of all 
partners in regional economic development and thus lead 
to effective concerted strategies. 


Principle 8 


GOVERNMENTS SHOULD EXPLORE OPPORTUNITIES FOR INCREASING 
INTERREGIONAL TRADE AND ELIMINATING BARRIERS BETWEEN PROVINCES. 


The federal and provincial governments hold 
the view that, as a general rule, increased 
interregional trade will lead to productivity 
improvements and import substitution and thereby benefit 
all regions of the country. The simple fact is that the 
Canadian market offers opportunities for Canadian 
business to produce and sell at competitive prices which 
may be foregone by fragmentation. 


For a variety of reasons, local preference 
and similar policies have been implemented to encourage 
development. There is a need to understand better the 
extent and nature of these measures, and their impact. 


Accordingly, and in a renewed effort towards 
co-operation and openness, governments are committed to 
explore opportunities for enhanced interregional trade 
through their procurement and other policies, and to 
remove barriers between provinces. 


Principle 9 


TRANSPORTATION IS RECOGNIZED AS A KEY TO REGIONAL ECONOMIC 
DEVELOPMENT. 


All regions of Canada are highly sensitive 
to the use of transportation as an instrument of 
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economic development. Therefore, regional development 

policy must take into account the types and adequacy of 
transportation systems, the levels of service, and the 

role which transportation facilities and infrastructure 
play in each particular region. 


ft We di flicult to ptceurer canadauwienioutsa 
national railway, a Trans-Canada Highway or a St. 
Lawrence Seaway. These were integral parts of 
nation-building and are vital to the continued existence 
of the country. Transportation is essential to the 
growth of the nation and has a key role in any 
regional development policy. For example, the 
substantial investment required to improve the rail 
system in Western Canada is critical to the success of 
Western agriculture and other resource developments. 


CONCLUSION — A REGIONAL ECONOMIC DEVELOPMENT ACTION PLAN 


This position paper reflects the joint 
commitment of the governments of Canada, the provinces 
and the territories to implement a truly effective 
regional economic development policy within the 
country. The principles contained herein have been 
affirmed by all governments and will form the basis of a 
concrete and meaningful action plan to address the issue 
of regional economic development. 


These principles are seen as key guidelines 
for policy development and implementation. They cover a 
broad spectrum of economic activity and recognize there 
are differing strengths and weaknesses in each 
province. By working together and using these 
principles the governments of Canada and the provinces 
will develop initiatives aimed at addressing the 
economic problems and developing the economic 
Opportunities of each region. 


In developing this action plan it 2s further 
agreed that: 


Ministers will meet regularly, both ona 


multilateral and on a bilateral basis, 
to review regional economic concerns and 


progress in applying the nine 
principles; 


14 


CONCLUSION 





there will be broad and active 
discussion of regional development goals 
and opportunities with the private 
sector on a national, regional and 
provincial basis; 


all governments are committed to dealing 
with the significant economic 
disparities between different parts of 
the country. This involves, among other 
things, the development of 
infrastructure and services required to 
allow the slower-growth areas to fully 
participate in the economic life of the 
country; 


joint policies will be developed to 
ensure that assistance programs enable 
investors to pursue regional 
Opportunities as they arise, recognizing 
that realistic, market-driven 
opportunities should receive recognition 
irrespective of their geographic origin; 


the Economic and Regional Development 
Agreements will continue as key 
instruments in delivering regional 
economic development programming. The 
essential feature of ERDAS is that they 
bring governments together to ’work 
jointly towards shared development goals 
for each province. They are flexible 
and permit a wide range of initiatives, 
fitted to the needs and opportunities of 
Sac Part. Of the country; 


in conjunction with principle 4, 
governments pledge to establish more 
effective policies for small and 
medium-sized businesses. To this end, 
governments are discussing harmonization 
of financial support programs. In 
addition, both orders of government will 
launch a joint effort to reduce the 
regulatory and paperburden on small 
business; 


governments will jointly review their 
transportation policies and programs as 
they affect regional development; 


CONCLUSION 





officials will be instructed to meet 


regularly and to report to ministers the 
results of several immediate tasks. 
Officials will: 


1. 


prepare a series of options which 
could retain and attract investment 
capital in all regions of Canada, 


identify and examine interprovincial 
trade barriers, the effects they are 
having on regional development and 
what opportunities they present, 


identify, examine and recommend the 
opportunities and prospects for 
increasing interprovincial trade, 


consider how duplication of federal 
and provincial government programs, 
services and promotions in support 
of regional economic development can 
be reduced, so that these programs 
will be more comprehensible to the 
private sector, 


recommend mechamisms by which 
governments could co-operate to 
ensure that competition between 
provinces for major investment 
projects does not result in 
misallocation and waste of scarce 
resources through unproductive 
bidding wars, 


establish a comprehensive and 
commonly understood regional 
development data base to assist 
governments and the private sector 
in assessing regional development 
problems and opportunities. 


While we are establishing this shared 
approach of governments, we are also reaching out to the 
Canadian people to join forces with us. Governments can 
set the environment and indicate directions. The 
private sector also has a major responsibility to 
identify and pursue realistic opportunities based on the 
economic potential of each region. 


In those provinces which suffer major 
economic disparities, the limitations of the private 
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sector to address these disparities are recognized. 
Therefore, specific public sector policies and programs 
aimed at the reduction of regional disparities are 
required. 


Earlier we pointed to the need for a two-way 
flow of information and ideas between the government and 
the private sector. We invite individual Canadians, 
businesses, local development organizations, labour 
organizations and other groups with a role in 
development to share their views and experience with 
governments. 


At the same time, we agree that consultation 


Should never be a substitute for action. What we hope 
for is a continuing dialogue as we proceed with the task 
to which we have committed ourselves. 
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